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E.O. 11652: N/A 
TAGS: IS, EFIN 

SUBJECT: BOI RESERVES ROSE IN APRIL TO $1,736 BILLION 
REF: TEL AVIV 5270; 77 TEL AVIV A-53 

1 . EMBASSY HAS RECEIVED BOI STATEMENT OF ASSETS AND 
LIABILITIES AS OF APRIL 30, 1978. OUR CALCULATIONS. 

USING IMF METHODOLOGY, INDICATE BOI RESERVES ROSE 
$60 MILLION IN MARCH AND $64 MILLION IN APRIL AND 
ARE NOW APPROXIMATELY $1,736 BILLION, UP $282 MILLION 
SINCE THE END OF LAST OCTOBER. BOI CLAIMS "NET" 

RESERVES AT END OF MARCH OF $1,387 BILLION, NOT 
INCLUDING $275 MILLION OF COMMERCIAL BANK DEPOSITS 
AS REQUIRED RESERVES ON NON-RESIDENT FOREIGN 
CURRENCY ACCOUNTS ("PATACH") OR $9.3 MILLION IN 
DEPOSITS OF FOREIGN BANKING INSTITUTIONS. EMBASSY 
CALCULATES $1,453 BILLION IN "NET" RESERVES AT END 

OF APRIL USING BOI METHODOLOGY. 

2. COMMENT: IT IS NOT AT ALL CLEAR WHY BOI RESERVES 
HAVE RISEN SO RAPIDLY AND WHAT EFFECT THE NEW ECONOMIC 
POLICY HAS HAD IN RESERVE GROWTH. THERE ARE MANY 
UNKNOWNS IN THE SITUATION INCLUDING, FOR EXAMPLE, THE 
LIMITED OFFICIAL USE 
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AMOUNT OF DOLLARS NOW HELD IN GOI ACCOUNTS ABROAD 
WHICH, INSOFAR AS IT IS ABOVE NORMAL LEVELS, CAUSED 
RESERVES TO BE UNDERSTATED(SEE REFAIR). ON THE OTHER 
HAND, UNDER A FLOATING RATE REGIME, CENTRAL BANK 
INTERVENTION IN THE FOREIGN EXCHANGE MARKET TO DEPRECIATE 
ITS OWN CURRENCY NORMALLY RESULTS IN THE ACCUMULATION OF 
FOREIGN EXCHANGE RESERVES; SOME OBSERVERS HAVE SUGGESTED 
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THAT THE BOI DID INTERVENE TO SELL POUNDS 

IN THE PERIOD IMMEDIATELY FOLLOWING THE INTRODUCTION OF THE 
NEP AND IN RECENT MONTHS IN RESPONSE TO EXPORTERS' 

COMPLAINTS THAT THE POUND WAS OVERVALUED. 

LEWIS 


LIMITED OFFICIAL USE 
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